Sukuk and macroeconomic variables: empirical evidence from panel data by Sumarli, Dian Faqih
The copyright © of this thesis belongs to its rightful author and/or other copyright 
owner.  Copies can be accessed and downloaded for non-commercial or learning 
purposes without any charge and permission.  The thesis cannot be reproduced or 
quoted as a whole without the permission from its rightful owner.  No alteration or 





SUKUK AND MACROECONOMIC VARIABLES: EMPIRICAL EVIDENCE 


























Thesis Submitted to 
Scholl of Economics, Finance, and Banking (SEFB) 
Universiti Utara Malaysia 

























PERMISSION TO USE 
 
In presenting this project in partial fulfillment of the requirements for a Post 
Graduate degree from the Universiti Utara Malaysia (UUM). I agree that the Library 
of this university may make it freely available for inspection. I further agree that 
permission for copying this project paper in any manner, in whole or in part, for 
scholarly purposes may be granted by my supervisor(s) or in their absence, by the 
Dean of School of Economics, Finance and Banking (SEFB) where I did my project 
paper. It is also understood that due recognition shall be given to me and to the UUM 
in any scholarly use which may be made of any material in my project paper. 
Request for permission to copy or to make other use of materials in this 
dissertation/project paper in whole or in part should be addressed to: 
 
Dean of School of Economics, Finance and Banking (SEFB) 
Universiti Utara Malaysia 
06010 UUM Sintok  
















Sukuk boleh dirujuk kepada sijil dengan nilai yang sama yang mewakili pemilikan 
aset ketara, faedah dan perkhidmatan, pemilikan aset sepanjang projek atau aktiviti 
pelaburan. Sukuk memainkan peranan utama dalam Pasaran Modal Islam untuk 
kesejahteraan pembangunan kewangan Islam bagi menghadapi tekanan dalam 
industri perbankan dan kewangan secara global. Kajian ini dijalankan untuk menguji 
hubungan diantara sukuk dan pembolehubah makroekonomi yang terdiri daripada 
KDNK (Keluaran dalam negara kasar) per kapita, penduduk, dan pelaburan asing. 
Kajian yang dijalankan dari tujuh negara Islam seperti Malaysia, Indonesia, Arab 
Saudi, Uni Arab Emirates, Turki, Bahrain dan Sudan bagi tempoh 2000-2015 dengan 
menggunakan pendekatan data panel yang dipilih. Model Kesan Tetap (Fixed Effect) 
telah digunakan dalam kajian ini untuk menganalisis hubungan diantara 
pembolehubah. Hasil kajian ini mendapati bahawa terdapat hubungan yang positif 
dan signifikan antara terbitan sukuk (Sukuk issuance) dan pertumbuhan ekonomi 
(KDNK), yang menerangkan bahawa lebih tinggi tahap terbitan sukuk, lebih banyak 
sumbangan yang diperolehi dalam pertumbuhan ekonomi. Hasil kajian ini adalah 
selari dengan Teori Harrod-Domar, yang mana pelaburan adalah aspek yang penting 
untuk pertumbuhan ekonomi. Tambahan lagi, kajian ini juga mendapati bahawa 
terdapat hubungan yang positif dan signifikan antara penduduk dengan sukuk 
terbitan. Tambahan, implikasi utama penemuan ialah sukuk menjadi instrumen 
pembiayaan penting dalam pasaran modal. 
 















Sukuk can be referred to a certificate with the same value that represents the 
ownership of tangible assets, benefits and services, asset ownership over projects or 
investment activities. The Islamic capital market, particularly sukuk has a prime role 
to the development of Islamic finance into a mainstream force in the global banking 
and finance industry. The purpose of this study was attempted to test the relationship 
of sukuk and macroeconomic variables namely; GDP per Capita, Population and 
Foreign Direct Investment. The study conducted from seven selected Islamic 
countries such as Malaysia, Indonesia, Saudi Arabia, United Arab Emirates, Turkey, 
Bahrain and Sudan for the period of 2000-2015 using the panel data approach. The 
fixed effect model was employed to analyze the relationship of those variables. The 
findings of this study showed that there is a positive and significant relationship 
between sukuk issuance and economic growth, which implied that the higher level of 
sukuk issuance, the more the contribution to the economic growth. The results are 
consistent with the theory Harrod-Domar, where investment is an important aspect of 
economic growth. Furthermore, the study found that there is a positive and 
significant relationship between the population and sukuk issuance. In addition, the 
major implication of the findings is that sukuk are becoming important financing 
instruments in the capital market.   
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1.0 Introduction    
Sukuk as the most active instrument in Islamic capital market that has a role 
as an alternative source of funding and investment opportunities that meet the need 
of customers, such as reserve manager, central banks and public pension fund 
managers. Historically, the idea of sukuk have been legitimized through the 
Organization of Islamic Convention (OIC) in Jeddah, Kingdom of Saudi Arabia from 
6-11 February 1988 and clear the option approach to meet the speculators need who 
want  the wellspring of their financing based on the shariah standard (Islamic 
Development Bank, 2000). Therefore, since that day, the development of sukuk 
market significantly increase in the world, especially in the Middle East and South 
East Asia.         
According to the Accounting and Auditing Organization for Islamic Financial 
Institution (AAOIFI, 2010), sukuk is defined as the certificate of equal value 
representing the division of shares in the ownership of the tangible asset, assets of a 
specified projects or specified investment activities and usufruct and services. In 
general, this study analyzes the relationship between sukuk and macroeconomic 
variables. The use of macroeconomics variables of Gross Domestic Product (GDP), 
Population and Foreign Direct Investment (FDI) assessed against the issuance of 
sukuk for selected countries such as Malaysia, Indonesia, Saudi Arabia, United Arab 
Emirates, Turkey, Bahrain and Sudan. By reviewing existing literature based on 
emerging and developed market, this study tries to provide evidence as to whether 
sukuk has a significant relationship with macroeconomic variables.   
The contents of 
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DESCRIPTIVE STATISTICS INDICATORS FOR THE VARIABLES OF THE 
RESEARCH 
 PANEL A LNGDPPC LNSUKUK LNPOP LNFDI 
 Mean 8.8024 21.4651 16.9291 22.3119 
 Median 9.1867 21.3513 17.1680 22.9053 
 Maximum 10.7303 26.3968 19.3668 24.3985 
 Minimum 5.9095 15.4250 13.4515 18.2020 
 Std. Dev. 1.2757 1.7812 1.6795 1.4913 
 Skewness -0.5836 -0.1627 -0.5868 -0.8135 
 Kurtosis 2.4766 4.2896 2.8491 2.9693 
      Jarque-Bera 4.2951 4.6432 3.6751 6.9512 
 Probability 0.1168 0.0981 0.1592 0.0309 
      Sum 554.5504 1352.3030 1066.5310 1405.6510 
 Sum Sq. Dev. 100.9012 196.7069 174.8808 137.8818 















 PANEL B LNSUKUK LNGDPPC LNPOP LNFDI 
 Mean 21.4651 8.8024 16.9291 22.3119 
 Median 21.3513 9.1867 17.1680 22.9053 
 Maximum 26.3968 10.7303 19.3668 24.3985 
 Minimum 15.4250 5.9095 13.4515 18.2020 
 Std. Dev. 1.7812 1.2757 1.6795 1.4913 
 Skewness -0.1627 -0.5836 -0.5868 -0.8135 
 Kurtosis 4.2896 2.4766 2.8491 2.9693 
      Jarque-Bera 4.6432 4.2951 3.6751 6.9512 
 Probability 0.0981 0.1168 0.1592 0.0309 
      Sum 1352.3030 554.5504 1066.5310 1405.6510 
 Sum Sq. Dev. 196.7069 100.9012 174.8808 137.8818 



















RELATIONSHIP BETWEEN SUKUK, GDP PER CAPITA POPULATION AND 
FOREIGN DIRECT INVESTMENT 
PANEL A 
Covariance Analysis: Ordinary 
    Date: 10/27/16   Time: 11:53 
    Sample: 2000 2014 
    Included observations: 63 
    Balanced sample (listwise missing value 
deletion)       
     Correlation 
    Probability LNGDPPC  LNSUKUK  LNPOP  LNFDI  
LNGDPPC  1.0000 
     -----  
     
    LNSUKUK  0.4051 1.0000 
    0.0010 -----  
    
    LNPOP  -0.5262 0.0867 1.0000 
   0.0000 0.4995 -----  
   
    LNFDI  0.1539 0.3053 0.6067 1.0000 















Covariance Analysis: Ordinary 
  Date: 10/27/16   Time: 12:41 
  Sample: 2000 2014 
   Included observations: 63 
   Balanced sample (listwise missing value deletion)   
     Correlation   
   Probability LNSUKUK  LNGDPPC  LNPOP  LNFDI  
LNSUKUK  1.0000 
     -----  
     
    LNGDPPC  0.4051 1.0000 
    0.0010 -----  
    
    LNPOP  0.0867 -0.5262 1.0000 
   0.4995 0.0000 -----  
   
    LNFDI  0.3053 0.1539 0.6067 1.0000 

















Covariance Analysis: Ordinary 
    Date: 12/14/16   Time: 21:13 
    Sample: 2000 2014 
     Included observations: 63 
     Balanced sample (listwise missing value deletion)       
      Correlation 
     Probability LNGDPPC  LNSUKUK  LNPOP  INFDI  DGFC  
LNGDPPC  1 
      -----  
      
     LNSUKUK  0.4051 1.0000 
     0.0010 -----  
     
     LNPOP  -0.5262 0.0867 1.0000 
    0.0000 0.4995 -----  
    
     INFDI  0.1539 0.3053 0.6067 1.0000 
   0.2284 0.0150 0.0000 -----  
   
     DGFC  0.1061 0.1365 0.1073 0.0761 1.0000 


















Variance Inflation Factors  
   Date: 10/27/16   Time: 12:08 
  Sample: 1 68 
   Included observations: 63       
 
Coefficient Uncentered Centered 
Variable Variance VIF VIF 
LNSUKUK 0.002849 166.6665 1.12183 
LNPOP 0.004598 167.7982 1.60967 
LNFDI 0.006383 402.5086 1.76183 
C 2.351894 296.6034  NA 
 
PANEL B 
Variance Inflation Factors 
   Date: 10/27/16   Time: 
13:05 
   Sample: 1 68 
   Included observations: 63       
 
Coefficient Uncentered Centered 
Variable Variance VIF VIF 
LNGDPPC 0.063251 133.8828 2.711403 
LNPOP 0.056379 436.6546 4.188777 
LNFDI 0.052962 708.782 3.102417 











Date: 12/14/16   Time: 21:24 
  Sample: 1 68 
   Included observations: 
63       
    
 
Coefficient Uncentered Centered 
Variable Variance VIF VIF 
    LNSUKUK 0.0028 169.5685 1.1414 
LNPOP 0.0045 169.2990 1.6241 
INFDI 0.0062 402.8427 1.7633 
DGFC 0.0387 1.4413 1.0295 




























     Heteroskedasticity Test: ARCH 
             
F-statistic 4.665934     Prob. F(1,58) 
 
0.0349 
Obs*R-squared 4.467436     Prob. Chi-Square(1)  0.0545 
     
     Test Equation: 
    Dependent Variable: RESID^2 
    Method: Least Squares 
    Date: 10/27/16   Time: 12:07 
    Sample (adjusted): 2 68 
    Included observations: 60 after adjustments 
            
Variable Coefficient Std. Error 
t-
Statistic Prob.   
     C 0.356544 0.104743 3.40398 0.0012 
RESID^2(-1) 0.271504 0.125692 2.16008 0.0349 
     R-squared 0.074457     Mean dependent var 
 
0.48575 
Adjusted R-squared 0.0585     S.D. dependent var 
 
0.68642 
S.E. of regression 0.666041     Akaike info criterion 
 
2.05783 
Sum squared resid 25.72943     Schwarz criterion 
 
2.12765 
Log likelihood -59.73503     Hannan-Quinn criter. 
 
2.08514 
F-statistic 4.665934     Durbin-Watson stat 
 
2.12666 
Prob(F-statistic) 0.034912      




Heteroskedasticity Test: ARCH 
              
F-statistic 1.673796     Prob. F(1,58) 
 
0.2009 
Obs*R-squared 1.682945     Prob. Chi-Square(1)   0.1945 
     
     Test Equation: 
    Dependent Variable: RESID^2 
    Method: Least Squares 
    Date: 10/27/16   Time: 13:04 
    Sample (adjusted): 2 68 
    Included observations: 60 after adjustments 
             
Variable Coefficient Std. Error 
t-
Statistic Prob.   
     C 1.772136 0.535494 3.30935 0.0016 
RESID^2(-1) 0.167999 0.129854 1.29375 0.2009 
          
R-squared 0.028049     Mean dependent var 
 
2.15632 
Adjusted R-squared 0.011291     S.D. dependent var 
 
3.47138 
S.E. of regression 3.45173     Akaike info criterion 
 
5.34839 
Sum squared resid 691.0377     Schwarz criterion 
 
5.41821 
Log likelihood -158.4518     Hannan-Quinn criter. 
 
5.3757 
F-statistic 1.673796     Durbin-Watson stat 
 
2.0391 













COMMON EFFECT MODEL 
PANEL C 
Dependent Variable: LNGDPPC 
    Method: Panel Least Squares 
    Date: 12/14/16   Time: 11:27 
    Sample: 2000 2015 
    Periods included: 16 
    Cross-sections included: 7 
    Total panel (unbalanced) 
observations: 63 
          
Variable Coefficient Std. Error t-Statistic Prob.   
          
LNSUKUK 0.198081 0.0529 3.74134 0.0004 
LNPOP -0.72092 0.0670 -10.7632 0.0000 
INFDI 0.544071 0.0786 6.92205 0.0000 
DGFC 0.341274 0.1967 1.73523 0.0880 
C 4.51828 1.5154 2.98154 0.0042 
  
 
      
R-squared 0.7223     Mean dependent var 
 
8.8024 
Adjusted R-squared 0.7032     S.D. dependent var 
 
1.2757 
S.E. of regression 0.6950     Akaike info criterion 
 
2.1864 
Sum squared resid 28.0191     Schwarz criterion 
 
2.3564 
Log likelihood -63.8703     Hannan-Quinn criter. 
 
2.2533 
F-statistic 37.7168     Durbin-Watson stat 
 
0.7135 














FIXED EFFECT REGRESSION MODEL 
PANEL A 
Dependent Variable: LNGDPPC 
   Method: Panel Least Squares 
   Date: 10/27/16   Time: 11:55 
   Sample: 2000 2015 
   Periods included: 16 
   Cross-sections included: 7 
   Total panel (unbalanced) observations: 63     
     Variable Coefficient Std. Error t-Statistic Prob.   
     LNSUKUK 0.148577 0.028182 5.272075 0.0000 
LNPOP 0.563925 0.301689 1.869227 0.0671 
LNFDI 0.062266 0.03391 1.836192 0.0719 
C -5.322843 4.859571 -1.095332 0.2783 




     Cross-section fixed (dummy variables) 
  
     R-squared 0.9741     Mean dependent var 
 
8.802387 
Adjusted R-squared 0.9697     S.D. dependent var 
 
1.275711 
S.E. of regression 0.2220     Akaike info criterion 
 
-0.027298 
Sum squared resid 2.6130     Schwarz criterion 
 
0.312883 
Log likelihood 10.8599     Hannan-Quinn criter. 
 
0.106497 
F-statistic 221.5109     Durbin-Watson stat 
 
0.955095 
Prob(F-statistic) 0.0000      











Dependent Variable: LNSUKUK 
   Method: Panel Least Squares 
   Date: 10/27/16   Time: 12:45 
   Sample: 2000 2015 
    Periods included: 16 
    Cross-sections included: 7 
   Total panel (unbalanced) observations: 63     
     Variable Coefficient Std. Error t-Statistic Prob.   
     LNGDPPC 2.31541 0.439184 5.272075 0 
LNPOP 2.670632 1.173594 2.2756 0.0269 
LNFDI 0.055165 0.13785 0.400179 0.6906 
C -45.35815 18.37207 -2.468864 0.0168 




     Cross-section fixed (dummy variables) 
  
     R-squared 0.792988     Mean dependent var 21.46513 
Adjusted R-squared 0.757835     S.D. dependent var 1.781205 
S.E. of regression 0.876536     Akaike info criterion 2.718941 
Sum squared resid 40.72076     Schwarz criterion 3.059121 
Log likelihood -75.64663     Hannan-Quinn criter. 2.852735 
F-statistic 22.55815     Durbin-Watson stat 2.123687 
Prob(F-statistic) 0.0000       
 
 
 
 
 
 
 
 
 
 
